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For RELEASE Monday, April 13, 1970 
Securities and Exchange Commission 
Washington, D.C. 20549 
Investment Company Act of 1940 
Release No. 6026 
Accounting Series 
Release No. 116 
Disclosure Concerning "Restricted Securities" 
On October 21, 1969, the Commission issued a statement (Investment 
Company Act Release No. 5847; Accounting Series Release No. 113) which 
discusses the problems created by purchasing and holding restricted 
securities by such companies. One section of this release deals with 
The Problem of Disclosure and enumerates specific information regarding 
1/ 
these securities which should be included in the financial statements. 
Although the release refers only to disclosures to be made in a 
prospectus, the principle set forth in the release is also applicable 
to lists of portfolio securities contained in registration statements 
filed pursuant to Section 8(b) of the Investment Company Act of 1940 
("Act"), reports filed with the Commission and reports mailed to 
1/ The pertinent language of that Release is: 
"It is also clear that an investment company which has 
a policy of acquiring restricted securities is responsible 
for full and adequate disclosure with respect to all matters 
relating to the valuation of such securities. Specifically, 
there should be included, in a note to the financial state­
ments, (1) identification of any restricted securities and 
the date of acquisition, (2) disclosure of the methods used 
in valuing such securities both at the date of acquisition 
and the date of the financial statements, (3) disclosure of 
the cost of such securities and the market quotation for un­
restricted securities of the same class both on the day the 
purchase price was agreed to (the so-called "handshake date"), 
and on the day the investment company first obtained an 
enforceable right to acquire such securities, and (4) a state­
ment as to whether the issuer or the registrant will bear costs, 
including those involved in registration under the Securities 
Act, in connection with the disposition of such securities." 
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shareholders pursuant to Section 30 of the Act, sales literature dis­
tributed to existing and prospective investors under Section 24(b) 
of the Act, and in proxy statements filed pursuant to Section 20 of 
the Act. Consequently, the disclosure requirements set forth in its 
release of October 21, 1969 will be applied by the Commission to lists 
of portfolio securities set forth not only in registration statements, 
but also in reports to the Commission and to shareholders, in sales 
literature and in proxy statements. Registered investment companies 
should act accordingly. 
